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August 12, 1991 
Mr. Richard W. Kelly 
Director 
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ASS ISTANT DIVIS ION DIRECTOR 
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Columbia, South Carolina 29201 
Dear Rick: 
JAMES M. WADDELL. JR. 
CHAIR~1A:-.I . SESATE FISA!"CE COM~111TEE 
WILLIAM D. BOAN 
CHAIR MAN. WAYS AND MEANS COM~111TEE 
JESSE A. COLES. JR .. Ph.D. 
EXECUTIVE DIRECTOR 
I have attached the South Carolina Department of Parks, 
Recreation and Tourism's procurement audit report and 
recommendations made by the Office of Audit and Certification. 
Since the Department did not request procurement certification, I 
recommend that the report be presented to the Budget and Control 
Board for information. 
~:J/;P~, 
James J. Forth, Jr. 
JJFjr/jjm 
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Dear Jim: 
JAMES M. WADDELL. JR. 
CHAIRMAI'i. SE:-;ATE Fli'ANCE COMMITTEE 
WILLIAM D. BOAN 
CHAIRMAN. WAYS AND MEAl'S COMMITTEE 
JESSE A. COLES. JR .. Ph.D. 
EXECUTIVE DIRECTOR 
We have examined the procurement policies and procedures of 
the South Carolina Department of Parks, Recreation and Tourism 
for the period July 1, 1988 through June 30, 1990. As part of 
our examination, we studied and evaluated the system of internal 
control over procurement transactions to the extent we considered 
necessary. 
The evaluation was to establish a basis for reliance upon 
the system of internal control to assure adherence to the 
Consolidated Procurement Code and State and Department 
procurement policy. Additionally, the evaluation was used in 
determining the nature, timing and extent of other auditing 
procedures necessary for developing an opinion on the adequacy, 
efficiency and effectiveness of the procurement system. 
STATE 
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INFOR~IATION 
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STATE & FEDERAL 
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CENTRAL SUPPLY 
& INTERAGENCY 
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& CERTIFICATION 
INSTALlMENT 
PURCHASE 
PROGRA~I 
' . 
The administration of the Department of Parks, Recreation 
and Tourism is responsible for establishing and maintaining a 
system of internal control over procurement transactions. In 
fulfilling this responsibility, estimates and judgements by 
management are required to assess the expected benefits and 
related costs of control procedures. The objectives of a system 
are to provide management with reasonable, but not absolute, 
assurance of the integrity of the procurement process, that 
affected assets are safeguarded against loss from unauthorized 
use or disposition and that transactions are executed in 
accordance with management's authorization and are recorded 
properly. 
Because of inherent limitations in any system of internal 
control, errors or irregularities may occur and not be detected. 
Also, projection of any evaluation of the system to future 
periods is subject to the risk that procedures may become 
in~dequate because of ·changes in conditions or that the degree of 
compliance with the procedures may deteriorate. 
Our study and evaluation of the system of internal control 
over procurement transactions, as well as our overall examination 
of procurement policies and procedures, were conducted with 
professional care. However, because of the nature of audit 
testing, they would not necessarily disclose all weaknesses in 
the system. 
The examination did, however, disclose conditions enumerated 
in this report which we believe need correction or improvement. 
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Corrective action based on the recommendations described in 
these findings will in all material respects place the 
Department of Parks, Recreation and Tourism in compliance with 
the South Carolina Consolidated Procurement Code and ensuing 
regulations. 
!~t 
Audit and 
3 
Shealy CFE, Manager 
Certification 
INTRODUCTION 
We conducted an examination of the internal procurement 
operating procedures and policies of the Department of Parks, 
Recreation and Tourism. Our on-site review was conducted 
September 11, 1990 through January 21, 1991 and was made under 
the South Carolina Consolidated Procurement Code and Section 19-
445.2020 of the accompanying regulations. The examination was 
directed principally to determine whether, in all material 
respects, the procurement system's internal controls were 
adequate and the procurement procedures, as outlined in the 
Department's Procurement Operating Procedures Manual, were in 
compliance with the South Carolina Consolidated Procurement Code 
and its ensuing regulations. 
Additionally, our work was directed toward assisting the 
Department in promoting the underlying purposes and policies of 
the Code as outlined in Section 11-35-20, which included: 
(1) to ensure the fair and equitable treatment of all 
persons who deal with the procurement system of 
this State · 
(2) to provide increased economy in state procurement 
activities and to maximize to the fullest extent 
practicable the purchasing values of funds of the 
State 
(3) to provide safeguards for the maintenance of a 
procurement system of quality and integrity with 
clearly defined rules for ethical behavior on the 
part of all persons engaged in the public 
procurement process 
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SCOPE 
We conducted our examination in accordance with Generally 
Accepted Auditing Standards as they apply to compliance audits. 
Our examination encompassed a detailed analysis of the internal 
procurement operating procedures and the Department's related 
policies and procedures manual to the extent we deemed necessary 
to formulate an opinion on the adequacy of the system to properly 
handle procurement transactions. 
We statistically selected random samples of procurement 
transactions for compliance testing from the period July 1, 1988 -
June 3 0 , 19 9 0 , and performed other audit procedures that we 
considered necessary to formulate this opinion. Specifically, the 
scope of our audit included, but was not limited to, the following 
areas: 
(1) One hundred thirty-seven randomly selected procurement 
transactions 
(:) The selection and approval of six architect and 
engineering service contracts 
(3) Seven permanent improvement contracts for approvals 
and compliance with the Manual for Planning and Execution 
of State Permanent Improvements 
(4) Block sample of four hundred and fifty sequentially 
numbered purchase orders 
(5) All sole source procurements for the period July 1, 1988 -
June 30, 1990 
(6) All emergency procurements for the period July 1, 1988 -
June 30, 1990 
(7) Minority Business Enterprise Plan and quarterly reports 
(8) One (and only) real property lease agreement contract 
5 
) ' • t 
(9) Special review of the Department's Tourism Advertising 
contract including an audit of the vendor's records for 
$1,213,531 in invoices to the Department 
(10) Procurement staff and training 
(11) Adequate audit trails 
(12) Evidences of competition and informal bidding procedures 
(13) Warehousing, inventory and disposition of surplus 
property procedures 
(14) Property management procedures 
(15) Economy and efficiency of the procurement process 
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SUMMARY OF AUDIT FINDINGS 
Our audit of procurement management at the Department of 
Parks, Recreation and Tourism, hereinafter referred to as the 
Department, produced findings and recommendations in the following 
areas: 
I. DECENTRALIZED PROCUREMENT 
The Department does not have a cen-
tralized procurement department. 
Although some decentralization is 
necessary for an agency that is spread 
across the State, the Department 
should establish a central procure-
ment office for all of its divisions. 
II. WEAK INVOICE APPROVAL PROCEDURES 
Invoice approval at the supply center 
should be discontinued. 
III. ADVERTISING CONTRACT 
The Department's Tourism Division 
contracts with an advertising agency 
to manage its tourism campaign. The 
current budget for this contract is 
$2.8 million annually. We audited the 
Department's management of the 
contract and the advertising agency's 
records that support its invoices. 
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A. CONTRACT DOCUMENT 
The two and one-half page contract 
document is inadequate to control an 
agreement of this size. 
B. MANAGEMENT OF THE CONTRACT BY THE 
DEPARTMENT 
We noted deficiencies in the Department's 
management and control of the contract. 
C. EXPENSES OF DEPARTMENT OFFICIALS 
PAID BY THE ADVERTISING AGENCY 
The advertising agency has bought 
meals and paid for other expenses of 
Department employees, then billed the 
Department for these items. The 
Department paid the invoices. 
D. INTERNAL AUDITS 
The Department ' s internal auditors 
recently audited the advertising 
agency ' s records for the contract for 
the first time. However, since this 
contract and the previous contract 
have covered more than nine years, and 
because the contract is on the basis 
of cost plus commission, we believe 
they should audit the vendor's records 
annually. 
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IV. COMPLIANCE - GENERAL 
A. UNAUTHORIZED PROCUREMENTS 
We noted two procurements that were 
unauthorized. 
B. PROCUREMENTS WITHOUT EVIDENCE OF 
COMPETITION 
Fifteen procurements were made without 
competition, sole source or emergency 
determinations. 
C. PROCUREMENTS WITHOUT WRITTEN QUOTES 
Thirteen procurements lacked the 
required written quotations. 
D. PRINTING SERVICES 
Five printing contracts were not sup-
ported by the required written 
quotations. 
E. SPLITTING ORDERS 
Two orders could have been combined 
and competitively bid. 
F. TOTAL PROCUREMENT EXCEEDED DEPART-
MENT'S CERTIFICATION AUTHORITY 
Three bids exceeded the Department's 
certification limits. 
G. OVERPAYMENTS 
In two cases, the Department over paid 
vendors. 
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H. RECEIVING REPORTS 
Numerous receiving reports were 
missing from the voucher package. 
V. SOLE SOURCE AND EMERGENCY PROCUREMENTS 
We noted four exceptions in the sole 
source procurement process. 
VI. PROCUREMENT PROCEDURES 
We noted several areas where 
procurement procedures need to be 
tightened. 
( 
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RESULTS OF EXAMINATION 
I. DECENTRALIZED PROCUREMENT 
According to the Department's procurement procedures 
manual, procurement authority has been vested with the 
procurement officer and agents to administer the procurement 
prc~edures under the guidance of the Director of Administrative 
Services. However, we noted numerous instances where various 
sections obtained quotes, issued field purchase orders, received 
goods and vendor invoices, and forwarded the package to accounts 
payable, thus bypassing the procurement officers. 
This is an unnecessary internal control risk to the 
Department and a violation of their internal procedures as 
outlined above. 
According to the central office buyer, the Director of 
Procurement at the Parks Division is delegated all authority for 
procurements over $500. 00. However, this is not the case as 
procurements at the central office are still being processed on 
field purchase orders which are greater than $500.00. 
We recommend that the Department establish a central 
procurement section and that all purchases not specifically 
delegated to other sections be handled there. Further, we 
recommend that accounting not pay any invoice resulting from an 
unauthorized procurement. All unauthorized procurements should 
be noted as such and processed for ratification. Procurements 
made by section personnel without authority must stop. 
11 
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DEPARTMENT RESPONSE 
We have done so. A consolidated office to serve the entire 
Department is established and staffed, including a manager with 
CPPO certification. 
II. WEAK INVOICE APPROVAL PROCEDURES 
The Parks Division maintains a service and supply 
center which provides procurement and warehousing support for 
all of the State parks. In our last audit of June 30, 1985, we 
noted there was no separation of duties between the procurement 
process and the invoice approval process performed by the 
Director of the supply center. The direct mailing of vendor 
invoices to the supply center for payment approval continues to 
exist. The Department's response to this exception was "vendor 
invoices are now required to be mailed directly to 
Administrative Services Division which forwards them to 
warehouse management for approval." From our observation, this 
procedure has never been implemented. 
Again, we recommend that all invoices be forwarded 
directly to the Administrative Service Division's accounts 
payable section by vendors. 
There, they should be matched to the purchase orders for 
payment. The "Invoice To" address on the parks' purchase orders 
must be changed to reflect the correct mailing address for the 
vendors. 
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DEPARTMENT RESPONSE 
We have done so. 
III. ADVERTISING CONTRACT 
The Department's Tourism Division manages the State's 
tourism advertisement program. Toward that end, it contracts 
with an advertising agency to produce the State's tourism 
advertising campaign in North America. This is the largest 
single contract that the Department has, currently budgeted at 
$2.8 million_ annually. 
On March 10, 1986, the State Materials Management Office 
(MMO) of the Division of General Services awarded on behalf of 
the Department a five year contract to an advertising firm for 
this purpose (Reference MMO contract number 6/7-792-24887-
03/10/86). The contract is on a cost plus commission basis. 
The current contract replaced a previous one awarded by MMO in 
1981 to the same vendor. 
Each year, Department officials develop the advertising 
campaign, authorize the agency to proceed with advertising 
projects and monitor the agency's expenses and performance. The 
agency develops authorized projects and contracts with vendors 
to produce the advertisements. 
Both of these contracts were 
solicitations of competitive proposals. 
these procurements. 
13 
awarded pursuant to 
We take no exception to 
-·· 
-.. 
I . 
However 1 we audited the contract and the Department 1 s 
_ management of -it. Also 1 we audited the advertising agency Is 
compliance with the terms of the contract and its documentation 
to support invoices billed to the Department. We visited the 
agency and audited $1.2 million of invoices billed to and paid 
by the Department from January 1 to March 31 1 1990. Please see 
the attachment for our results. We noted the following 
exceptions: 
-A. CONTRACT DOCUMENT 
The contract with the advertising agency is only two and a 
half pages long. In our opinion, it is inadequate to control 
expenditures of $2.8 million annually. Specifically, we noted 
weaknesses in its coverage of the following items: 
1) - Agency commission - The contract does not address 
in sufficient detail how the - agency will 
calculate its commission. Since most agency 
expenses are billable plus commission, this is a 
vital element. 
2) - Printing procurement practices The contract 
requires the agency to follow procurement 
practices approved by the General Services 
Division, Information Technology Section. 
However, it does not explain what those are. 
3) - Travel costs - The contract allows the agency to 
bill the Department for travel costs incurred in 
representing the Department in accordance with 
rates authorized by the General Assembly for 
14 
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official travel. However, it does not explain 
the rates or how they must be applied. 
4) - Prohibition of gifts to Department officials -
The contract does not prohibit gifts to 
Department officials. 
5) - Ownership of Advertising Campaigns - Although 
we know 
contract 
of no problems 
should clearly 
here, we 
indicate 
believe 
that 
the 
all 
campaigns, advertisements, documents, etc. 
developed by the agency under this contract are 
the property of the State of South Carolina. 
6) - Billing Information - The contract does not 
require the vendor to present documentation to 
support invoices that it submits to the 
Department. Invoices show no supporting 
documentation for support. 
RECOMMENDATION 
The current contract expires June 30, 1991. The Department is 
working with the State Materials Management Office to develop 
the request for proposals for the new contract. We recommend 
that the current contract document not be reused, but rather 
replaced with a much more comprehensive document that will cover 
not only the items listed above, but all areas. 
DEPARTMENT RESPONSE 
A new contract is being prepared by the Budget and Control 
Board. 
15 
B. MANAGEMENT OF THE CONTRACT BY THE DEPARTMENT 
The Department's Tourism Division is responsible for 
developing the advertising campaigns, verifying the agency's 
expenses billed to the Department and then monitoring of the 
agency's performance under the contract. Based on our results, 
we find that the Division has done an effective job working with 
the agency to develop the advertising campaigns, and monitoring 
the agencies advertising results. 
1) Review of Advertising Agency Invoices 
However, the Division has done a poor job verifying the 
agency's expenses billed to the Department. Since this contract 
is on a cost plus commission basis, verification of invoices is 
a vital control. 
Agency invoices show their charges rolled up by project in 
very general terms. The Department reviews the invoices and 
approves them for payment without any information to prove that 
the agency has actually incurred the expenses. In our opinion, 
it is impossible to determine that the invoices are accurate 
based solely on the invoices themselves. 
2) Advertising Agency Commissions 
Under the contract, the agency is allowed a commission for 
two types of expenses as follows: 
1) Item one: For all printed or broadcast advertising so 
authorized, the Department will pay an amount to the 
agency which will make the agency's net cost eighty-
five percent of the total, thereby affording the 
agency a fifteen percent commission. 
16 
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2) Item three: For expenses of services or products 
purchased by the agency from other businesses such as 
printers, typographers, television studios, or others 
in the preparation of printed or broadcast advertising 
for the Department, or other projects, as authorized 
in writing in advance by the Director of the Division 
of Tourism, the Department will pay the agency for the 
actual cost of such services or products plus a 
standard agency ma~k-up equal to fifteen percent. 
We have researched the advertising commission issue and 
believe that 17.65% is an industry standard. However, the 
agency's proposal and the contract do not clearly state the 
commission is 17.65%. The agency's proposal states "the 
standard 15% commission" and "a figure applied which is 
equivalent to 15%." As noted above, the contract states "which 
will make the Agency's net cost eight-five percent of the total, 
thereby affording the Agency a fifteen percent commission" and 
"plus a standard agency mark-up equal to fifteen percent." 
In our opinion, the agency has calculated its commissions 
under item one of the contract correctly. However, we take 
exception with its calculation of commissions under item three 
of the contract. The Budget and Control Board Division of 
Research and Statistical Services supports our conclusion. 
During our audit period for the advertising agency, it 
billed the Department under item three of the contract at least 
$18,934.99 in commissions based on a rate of 17.65%. At 15%, 
the commissions would have been $16,092.06, $2,842.93 less. 
17 
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3) Inappropriate Charges Paid by the Department 
The Department's internal auditors noted that from July 1, 
1982 - March 31, 1991, the Department erroneously paid $3,048.46 
to the agency for travel and telephone charges to the 
Department. These expenses are specifically excluded by the 
contract. 
After that audit, the agency reimbursed the Department 
that amount for the overpayments. 
We also noted that the agency has billed the Department 
for travel costs in excess of the State's authorized rates even 
though the contract limits them to those rates. Further, we 
noted that the agency has billed the Department for expenses not 
clearly attributable to the Department's account such as 
association membership dues for agency officials. 
RECOMMENDATIONS 
Since the Tourism Division approve£; invoices for payment without 
documentation to verify that those expenses have actually been 
incurred or even committed, we do not believe the Department had 
sufficient information to determine the appropriateness of these 
charges. 
We recommend that the Department assign at least one 
employee to manage this contract and verify agency invoices on a 
day to day basis. To verify agency invoices, the Department 
must insist on complete documentation including time sheets, 
travel vouchers and vendor invoices from the agency to support 
its invoices. Any non-verifiable expenses should be refused. 
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DEPARTMENT RESPONSE 
I This has been accomplished. 
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C. EXPENSES OF DEPARTMENT OFFICIALS PAID BY THE 
ADVERTISING AGENCY 
We have documented cases where the agency paid for 
expenses of Department officials. In total, over the period of 
July 1, 1982 - March 31, 1990, these totalled $423.56. Of that 
amount, the agency billed the Department and received payment 
for $301.29. For the most part, these were meals. 
RECOMMENDATION 
I To avoid any potential for actual or apparent impropriety, we 
I 
I 
I 
I 
I 
recommend that the Department prohibit this practice. As state 
employees, Department officials are provided travel 
reimbursements under State Travel Regulations. We recommend 
that Department officials follow t~ese regulations for travel. 
DEPARTMENT RESPONSE 
We did so two years ago. 
D. INTERNAL AUDITS I The Department's internal auditors recently performed 
I their first audit of the agency's records for this contract. 
The previous and current contracts extend over more than a 
I nine year period, but the first audit was only recently 
I performed covering the years 1983 - 1990. 
19 
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RECOMMENDATION 
Considering the annual amount of this contract and its cost plus 
commission basis, we recommend that the Department's internal 
auditors review this contract annually. 
DEPARTMENT RESPONSE 
We will try to do so. 
IV. COMPLIANCE - GENERAL 
To test for general compliance with the Consolidated 
Procurement Code, hereinafter referred to as the Code, we 
selected a random sample of one hundred thirty-seven 
transactions from the audit period July 1, 1988 through June 30, 
1990. As a result of this testing, we noted the following 
exceptions: 
A. UNAUTHORIZED PROCUREMENTS 
The following two procurements were unauthorized. 
Item # PO# Voucher# Amount Description 
1 F12958 14549 3,184.65 Repairs to heavy equipment 
2 F06699 08662 2,918.43 Parts and labor for truck 
These contracts, which exceeded the Department's 
procurement authority of $2,500.00, were entered into by field 
personnel. Since these procurements exceeded the Department's 
procurement authority, they were unauthorized. The Executive 
Director must request ratification for each of these 
procurements from the State Materials Management Officer in 
accordance with Code Regulation 19-445.2015. 
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Furthermore; these procurements were not supported by 
competition or emergency determinations. 
DEPARTMENT RESPONSE 
We have done so. 
B. PROCUREMENTS WITHOUT EVIDENCE OF COMPETITION 
1 
I Fifteen procurements were not supported by evidence of 
I proper competition, sole source or emergency procurement 
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I 
determinations. They were as follows: 
Item # 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
PO# 
F47150 
F48446 
F0746 
F47421 
F41717 
F51592 
F3365 
F07225 
Fl0800 
F12958 
P12095 
F04910 
F10485 
F51149 
F84393 
Voucher# 
566 
12982 
11309 
11368 
404 
17545 
8385 
8683 
18663 
14549 
16315 
16347 
16408 
16490 
21861 
Amount 
$1,062.60 
776.00 
1,622.80 
1,327.31 
1,420.34 
703.00 
1,825.61 
2,353.66 
2,54S.62 
3,184.65 
1,578.75 
746.75 
857.62 
700.57 
7,.461.88 
Description 
Computer cable 
Copier maintenance 
Water pump 
Ocean freight 
Portraits w/ frames 
Computer disks 
Auto parts and repair 
Electrical repair 
Pool supplies 
Misc. hardware 
Equipment repairs 
Gravel 
Auto repairs 
Ocean freight 
Reimbursement from 
contract revenues 
to vendor 
The Code and regulations require that all procurements 
above $500.00, which are not exempt, sole source/emergency, or 
on c9ntract, be competitively bid in accordance with Regulation 
19-445.2100. 
We recommend that the Department strictly adhere to this 
I regulation regarding competition on all future procurements. 
I 
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DEPARTMENT RESPONSE 
We will. 
C. PROCUREMENTS WITHOUT THE REQUIRED WRITTEN QUOTATIONS 
Thirteen procurements lacked the required supporting 
written quotations. They were as follows: 
Item # PO# 
1 P10076 
2 P10154 
3 F47509 
4 F48656 
5 F48651 
6 F86704 
7 F03304 
8 F02033 
9 F49367 
10 F50085 
11 F50506 
12 F07958 
13 F51339 
Voucher# 
7924 
10569 
3989 
16279 
14493 
6616 
16435 
21899 
21091 
6425 
8927 
5327 
16488 
Amount 
$1,733.73 
1,591.21 
1,644.30 
2,399.25 
2,214.00 
2,442.48 
1,789.00 
2,088.62 
2,492.70 
1,683.00 
1,760.04 
2,486.00 
2,242.80 
Description 
Auto parts 
Auto parts 
Desks 
Computer modules 
Computer monitor 
Auto repairs 
Chimney sweeps 
Pool supplies 
Desks 
Computer drives 
Monitors 
Painting services 
Computer connections 
Item 1 and 2 had two written quotations, but the Code 
requires three. Item 3 had two verbal quotes but the Code 
requires three written quotations. Items 4 through 13 had three 
verbal quotes but these procurements should have been supported 
by three written quotations each. 
Regulation 19-445.2100 p(3) requires the solicitation of 
written quotations from three qualified sources on purchases 
from $1,500.00 to 2,499.99. 
The Administrative Services Division must set up an 
internal review procedure to insure small purchases are made in 
strict compliance with the Code and regulations. 
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DEPARTMENT RESPONSE 
We will. 
D. PRINTING SERVICES - NON COMPLIANCE 
The following five printing contracts were not made in 
compliance with the bidding regulations. 
Item # PO# Voucher# Amount Description 
1 f92134 9826 $2,493.75 Printing 
2 F92295 11018 2,-493.75 Printing 
3 F92279 11072 2,458.05 Printing 
4 F78401 17835 2,493.75 Printing 
5 F08437 0724 2,493.75 Printing 
All the above contracts were based on informal verbal 
I quotes. Again, this is in violation of regulation 19-445.2100 
B(3) which states in part, " ... for purchases from $1,500.00 to 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
$2,499.99, solicitations of written quotations from three 
qualified sources of supply shall be made ..•. " This 
documentation must be placed in the file to insure compliance 
during external audits. 
Furthermore; these printing procurements should be 
handled by the Department's procurement director rather than by 
I 
the Tourism Division. 
DEPARTMENT RESPONSE 
We will. 
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E. SPLITTING ORDERS 
The following groups of procurements should have been 
combined and competitively sealed bid instead of being handled 
by informal quotations. 
Item I PO# 
1 F49166 
2 F49172 
3 F49558 
4 F49413 
5 F49553 
Voucher# Amount 
21831 $1,929.90 
21831 2,497.95 
21831 766.50 
21849 2,209.32 
21850 2,209.32 
PO 
Date Units 
05/30/89 2 
1 
06/05/89 2 
06/10/89 1 
06/23/89 2 
06/28/89 2 
Regulation 19-445.2100(A) states in part, 
Description 
#460 desks 
#460 desks 
#4CR662 
credenza 
#4CR662 
credenza 
#286/12 PC's 
#286/12 PC'S 
" that 
procurement requirements shall not be artificially divided by 
governmental bodies so as to constitute a small purchase ... " 
Furthermore; the above individual procurements were 
supported by verbal quotes when in fact the Code requires 
written quotations for the above transactions, (except item 3). 
We recommend the Department combine like purchases and 
solicit the appropriate competition levels. 
DEPARTMENT RESPONSE 
We will. 
F. TOTAL PURCHASES EXCEEDED DEPARTMENT'S CERTIFICATION 
The total dollar amounts of the following three 
procurements exceeded the Department's basic certification level 
of $2,500.00. 
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Item# PO# Voucher# Amount Total Award DescriQtion 
1 F10439 20334 $1,913.06 $3,202.44 - Kitchen supplies/ 
utensils 
2 F10055 8549 1,966.85 3,441.29 Coveralls and 
trousers 
3 F9832 2251 1,738.80 2,855.10 Coveralls and 
·trousers 
In each case, the Department solicited competition on 
groups of similar items by lot. They considered the potential 
award of each lot and not the potential value of the total 
procure~ent when determining the purchasing method. 
Regulation 19-445.2100(A) states in part "Procurements of 
supplies, and services or construction initially estimated to 
exceed $2,499.99 shall not be made by the small purchase method, 
even though resulting awards do not exceed such amounts ... " 
Since the collective amounts of these procurements 
exceeded the Department's basic certification of $2,500.00, they 
are unauthorized and must be submitted to the State Materials 
Management Officer for ratification. These requests must be 
made in accordance with Regulation 19-445.2015. 
Finally, we recommend that on all subsequent purchases, 
the Department consider the total potential dollar award when 
determining the method of sour~e selection. 
DEPARTMENT RESPONSE 
We will. 
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G. OVERPAYMENTS 
Accounting overpaid two purchase orders. The first, 
purchase order 512033 for $2,168.78 for lounge chairs was 
overpaid by $666.10. The overpayment included $254.92 for 
freight and a $411.18 payment applied to a previous purchase. 
However, the original bid read "deliveries shall be FOB 
destination." The second, purchase order Fll348 for $2,400.00 
for pool pumps and valves, was overpaid by $300.00 without 
explanation. 
We recommend that the accounting department question all 
invoices that exceed authorized amounts. Further, we recommend 
that the Department request refunds of these overpayments from 
the vendors. 
DEPARTMENT RESPONSE 
We did and it was returned. 
H. RECEIVING REPORTS 
We noted thirteen procurements that were not supported by 
receiving documentation. 
It is extremely important to verify the receipt of goods 
and services and to note any exceptions to the purchase order. 
This is a vital internal control. 
We recommend that the Department adhere to the 
requirements noted above and develop a receiving method that 
will insure compliance. 
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DEPARTMENT RESPONSE 
We have. 
V. SOLE SOURCE AND EMERGENCY PROCUREMENTS 
We examined the quarterly reports of sole source and 
emergency procurements and all available documentation for July 
1, 1988 through June 30, 1990. We performed the review to 
determine the appropriateness of the procurement actions taken 
and the accuracy of the reports submitted to the Division of 
General Services. 
As a result of this review, we noted the following 
exceptions: 
1. The following two sole source procurements were 
unauthorized: 
Item# 
1 
2 
PO# 
01565 
3991 
Amount 
1,388.32 
2,257.08 
Date 
2/15/89 
5/01/89 
Description 
Repair of hydraulic 
system 
Repair of tractor 
The sole source determinations for these items were 
approved after the invoices had been received and the purchase 
orders issued. This sequence ~f documentation does not support 
the idea that the appropriate approvals were obtained prior to 
these purchases. 
Regulation 19-445.2105(B) states in part "The 
determination as to whether a procurement shall be made as a 
sole source shall be made by either the chief procurement 
officer, the head of a governmental body, or designee of either 
office above the level of the procurement officer ... " 
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We recommend that future sole source determinations be 
approved by the appropriate authorities before these 
procurements are made. Furthermore, the items listed above must 
be submitted to the Department's Executive Director for 
ratification in accordance with Regulation 19-445.2015. 
2. The Department was unable to provide the standard 
equipment agreement or any other supporting documentation for 
the lease of a blue print machine. 
We recommend that the Department adhere to the 
requirements contained in Regulation 19-445.2152 regarding the 
use of the State of South Carolina Standard Equipment Agreement. 
This form and other pertinent documentation should be filed 
where it is accessible for both internal and external review. 
3. We noted a number of sole source justifications that 
were not dated. 
We recommend that the Department date all justifications 
to eliminate any question regarding the approval sequence. 
DEPARTMENT RESPONSE 
We will do so. 
VI. PROCUREMENT PROCEDURES 
The following recommendations are made to tighten 
procurement procedures of the Department. 
(1) The purchasing office needs to have better file and 
purchase order documentation. Many purchase orders 
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resulting from a state or agency contract failed to 
reference the contract number. Every purchase made 
from an existing contract should reference the 
contract number. 
(2) Quotation tabulation sheets should be signed off on 
by those recording the bids. 
(3) Written quotations need to be time and date stamped 
( 4) 
when received. 
A blank date 
signature line on 
form. 
line 
the 
should be added below the 
informal written quotation 
DEPARTMENT RESPONSE 
They will be implemented. 
29 
CONCLUSION 
The Department of Parks, Recreation and Tourism should take 
immediate action to affect compliance with the South Carolina 
Consolidated Procurement Code and Regulations and to gain control 
over its procurement function. 
Corrective action should be completed by June 30, 1991. 
Prior to that time, we will perform a follow-up review to 
determine that this has been accomplished. 
Subject to this corrective action, which will be verified by 
this office and since the Department has not requested 
procurement certification, we recommend that they be allowed to 
continue procuring all goods and services, consultant services, 
construction services and information technology up to the basic 
level of $2,500.00 as allowed by the Consolidated Procurement 
Code and regulations. 
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FORWARD 
Parks, Recreation and Tourism 
Audit of Advertising 
Agency's Support For Invoices Billed 
January 1 - March 31, 1990 
Attachment 
March 10, 1986, the State Materials Management Office (MMO) 
awarded on behalf of the South Carolina Department of Parks, 
Recreation and Tourism (PRT) a five year contract to an 
advertising agency (Agency) for management of the Tourism 
Division's advertising (Reference MMO contract number 6/7-792-
24887-03/10/86). The contract is on a cost plus commission 
basis. PRT officials develop each year's advertising campaign 
with the Agency, authorize the Agency to proceed with advertising 
projects and monitor the Agency's expenses and performance. The 
Agency develops authorized projects and contracts directly with 
vendors to produce the advertisements. 
A similar contract was awarded previously to the Agency in 1981 
under the same general terms and conditions. 
SCOPE OF AUDIT 
To test the Agency's compliance with the contract and the 
accuracy of its invoices to PRT, we verified all invoices billed 
to PRT for the period of January 1 - March 31, 1990. The 
invoices totalled $1,213,531.31. We selected this quarter of 
activity because it is the primary billing quarter under the 
contract. See Exhibit 1 for a list of the Agency's invoices that 
we tested. 
For each invoice, we tested the Agency's documentation including 
billing worksheets and invoices from vendors. We traced all 
invoices from vendors to the actual documents. We traced all 
internal billings by the Agency to employee time sheets. We did 
not verify internal billing extensions to Agency salary records. 
FINDINGS 
Overall, we were quite pleased with the Agency's documentation to 
support their billings. However, we did note the following items 
that should be addressed by management: 
31 
1) Travel and Entertainment 
a) Travel and Telephone Expenses to PRT 
The Agency invoiced PRT for travel and telephone expenses 
of its employees to and from PRT. This is not permitted 
under Item Four of the contract, which states in part: 
Any charges for travel or telephone to the 
Department (PRT) are excluded from this contract 
and are the expense of the agency. 
Examples of travel to PRT were as follows: 
Date 
10/19/89 
03/01/90 
Description 
Mileage to PRT and back 
Meals 
Parking 
Meals 
Parking 
Total 
Amount 
$47.70 
9.33 
1.45 
24.08 
.so 
$83.06 
We also noted telephone charges for calls to PRT. As noted 
above, this is not allowed by the contract. 
RESOLUTION 
Prior to our audit, the PRT internal auditors performed their 
first audit of the Agency's records. That audit covered the 
period of July 1, 1982 - March 31, 1990. The PRT internal 
auditors noted this same exception, documenting $3,048.46 in 
inadvertent charges for travel and telephone expenses to PRT. On 
November 11, 1990, the Agency reimbursed PRT for these 
inadvertent charges with check number 027589. 
RECOMMENDATION 
We recommend that the Agency adhere to the restrictions of the 
contract in the future. 
RESPONSE 
Measures have been taken to strengthen procedures to avoid any 
chance of inadvertent charges in these areas being passed along 
to the Client. The inadvertent charges were promptly reimbursed 
upon discovery, and we will closely adhere to the contract 
restrictions in the future. 
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b) Reclassification of Travel, Entertainment and Meals 
Expenses 
In developing invoices, the Agency prepares a 
billing worksheet that recaps all charges by project. The 
billing worksheets are presented to account 
representatives for review before the invoices are 
prepared. On numerous occasions, we noted that expenses 
for travel, entertainment and meals, which were properly 
classified on the billing worksheets were altered to a 
variety of other classifications by account 
representatives. See Exhibit 2. For the most part, these 
expenses were allowable under the contract, but the 
changes reclassified the charges to PRT. 
RECOMMENDATION 
We recommend that the Agency properly classify expenditures 
billed to PRT. As noted above, most of the reclassified expenses 
were allowable under the contract anyway. 
RESPONSE 
For 30 years our firm has used an internal billing practice 
whereby we substitute hard (out-of-pocket) costs in place of fair 
and billable hourly charges to aid with our own internal P&L 
analysis, wherein we always first deal with hard costs related to 
an account. ~ 
We begin this process by dealing with the direct, hard costs, 
substituting them for billable hourly charges -- billable time 
expended on a job, duly recorded on time sheets in quarter hour 
segments, and real time applied directly to carrying out the 
business of our Client. Notations on our billing worksheets 
provide easy reference to where and how these substitutions 
(write-offs) are made. 
It is critical to understand that this internal practice of 
substitution never represents additional billing to the Client. 
Of the charges in question, our firm wrote off (did not bill) 
more than twenty times the amount in fair and allowable hourly 
costs during the same period. 
Following the previous internal audit by the Client, an~ to avoid 
any future concern or misunderstanding, we immediately modified 
our billing system so as to eliminate any gray areas in the 
future. And we will fully and completely adhere to meal and 
travel allowances stipulated in the contract. 
c) Excessive Meal and Travel Costs 
Item five of the contract addresses allowable travel costs 
as follows: 
33 
The Department will reimburse the agency for travel 
costs incurred in representing the Department, as 
authorized by the Director of Tourism, in accordance 
with rates authorized by the General Assembly for 
official travel (~mphasis added). 
During our audit period, the authorized rates for meals 
were: 
Breakfast 
Lunch 
Dinner 
$ 4.00 
$ 6.00 
$10.00 
However, the Agency incurred meal costs and other costs 
such as $20.00 for in-room movie rentals and $23.10 for 
bicycle rentals in excess of these rates and billed PRT. 
RECOMMENDATION 
We recommend that the Agency adhere to the contract's travel 
allowance. 
RESPONSE 
This situation is identical to "subsection b) Reclassification of 
Travel, Entertainment and Meals Expense", and our reasoning and 
response is identical. We will adhere to the contract's travel 
allowance. 
d) Meals to PRT Employees 
We noted several instances where Agency officials 
purchased meals for PRT employees, then billed PRT for 
them. Examples are: 
2/23/90 
1/25/90 
Lunch for two Agency officials and a 
PRT official 
Lunch for an Agency official and a 
PRT official 
The PRT internal auditors documented other cases where 
Agency paid for meals and travel for PRT officials, then 
billed PRT for them. 
RECOMMENDATION 
We recommend that the Agency discontinue the practice of 
providing meals and travel to PRT employees. Those employees are 
covered by the State Travel Regulations, which cover their 
allowable travel charges. 
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RESPONSE 
This situation is identical to "subsection b) "Reclassification 
of Travel, Entertainment and Meals Expense", and our reasoning 
and response is identical. We will not provide meals to Client 
employees. ~ 
2) Charges That Should Have Been Absorbed by the Agency 
We noted the following expenses that, in our opinion, should 
have been absorbed by the Agency under its commission: 
a) $265.00 
b) $ 10.45 
c) $ 25.00 
d) $234.26 
RECOMMENDATION 
Membership to Travel and Tourism 
(Reference invoice #12075) 
Champagne 
(Reference invoice #01101) 
Credit Card Membership 
(Reference invoice #01101) 
Company Letterhead 
(Reference invoice #01101) 
We recommend that the Agency consider normal operating expenses 
its cost, not billable to PRT. Although the contract does not 
cover allowable expenses very well, the charges listed above are 
normal operating expenses for any business. Further, they are 
not 100% attributable to the PRT account. We recommend the 
Agency reimburse PRT for these charges. 
RESPONSE 
This situation is identical to "subsection b) Reclassification of 
Travel, Entertainment and Meals Expenses", and our reasoning and 
response is identical. 
However, as an indication of our desire to avoid any question or 
concern in this matter, we are willing to reimburse the Client 
the $534.71 identified if so requested in writing by the Client. 
It should be noted that this will result in a $534.71 reduction 
in our firm's gross profit, as other allowable costs more than 
offsetting this amount were previously written off by our company 
and those fair and billable hours cannot be recaptured or billed. 
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I 
Parks, Recreation and Tourism 
Schedule of Invoices 
Paid January 1 - March 30, 1990 
I Invoice Date Invoice Number Invoice Amount 
-I 1/2/90 M01555 $344,000.00 1/2/90 12032 223,121.08 
1/2/90 12033 380.32 
I 1/2/90 12034 27,420.00 1/2/90 12035 -496.21 
1/2/90 12036 22,144.83 
I 1/4/90 12075 48,116.85 1/4/90 12076 4,488.48 2/5/90 01043 137,486.86 
I 2/5/90 
01044 17,205.11 
2/5/90 01045 2,103.71 
2/5/90 01046 33,386.40 
2/6/90 01092 8,500.00 
I 2/7/90 01101 29,192.11 2/7/90 01102 4,880.18 
2/7/90 M01171 10,000.00 
I 3/1/90 02026 678.09 3/1/90 02027 -90.40 3/1/90 02028 394.12 
3/8/90 02101 3,871.75 
I 3/8/90 02102 12,858.21 3/8/90 02103 856.47 
3/8/90 02104 6,938.84 
I 3/8/90 02105 16,218.01 4/2/90 03012 18,000.00 
4/2/90 03040 51,638.34 
I 4/2/90 03Q41 7,625.00 4/2/90 03042 72,214.70 4/2/90 03043 14,130.00 
4/2/90 03044 61,237.50 
I 4/2/90 03045 -.49 4/2/90 03046 34.80 
4/2/90 03089 -29.07 
I 4/2/90 03090 -173.40 4/2/90 03091 -3,243.90 
4/6/90 03106 1,049.53 
I 4/6/90 03108 37,393.49 
.: Total 1,213,531.31 I 
I 
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Date 
12/05/89 $ 
12/05/89 
12/05/89 
03/01/90 
01/25/90 
01/03/90 
02/01/90 
12/20/89 
01/25/90 
01/31/90& 
02/02/90 
02/07/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
02/03/90 
01/26/90 
01/19/90 
01/25/90 
02/23/90 
Exhibit 2 
Expenses for Travel, Entertainment & Meals 
1/1/90 - 3/31/90 
Amount Actual ExEense Changed Classification 
47.70 Mileage Shipping/Postage 
1.45 Parking Shipping/Postage 
2.70 Mileage Shipping/Postage 
23.16 Meals Visual Aids, Slides 
28.50 Meals Negs, State, Topography 
23.21 Sandwiches Telephone Charges 
14.50 Meals Telephone Charges 
10.45 Champagne Photocopies 
25.00 Credit Card 
Membership Shipping/Postage 
28.49 Gasoline Shipping/Postage 
45.02 Mileage Shipping/Postage 
117.70 Lodging Telemarketing 
39.64 Telephone Telemarketing 
23.28 Room Services Telemarketing 
24.86 Restaurant Telemarketing 
6.67 In-room Movie Telemarketing 
117.70 Lodging Telemarketing 
12.84 Room Service Telemarketing 
3.00 Telephone Telemarketing 
117.70 Lodging Telemarketing 
18.00 Room Service Telemarketing 
18.83 Restaurant Telemarketing 
8.25 Telephone Telemarketing 
6.67 In-room Services Telemarketing 
176.55 Lodging Telemarketing 
60.50 Restaurant Telemarketing 
6.67 In-room Movie Telemarketing 
12.32 Telephone Telemarketing 
23.10 Bicycle Rental Telemarketing 
14.41 Word Processing Materials & Supplies 
3.57 Mileage Materials & Supplies 
46.50 Creative Conf. Materials & Supplies 
25.50 Meal Engraving & Proofing 
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~tate llllubget nub Qloutrol ~ottrb 
CA RROll A . CAMPBEll. J R., CHAIRMAN 
GOVERNOR 
G RADY L. PATTE RSON, JR . 
STATE T REASURER 
EA RlE E. MORR IS, JR . 
C0~1 PT ROllER GEN ERAl 
August 9, 1991 
DIVISION OF GENERAL SERVICES 
RI CHARD W. KELLY 
D IVISION DIRECTOR 
MATERIALS MANAGE~1ENT OFFICE 
1201 MAIN STREET, SUITE 600 
COlUMBIA, SOUTH CAROli NA 29201 
(803) 731-0600 
JAM ES J . FORTH , JR . 
ASSIST ANT Dl VIS ION DIRECTOR 
Mr. James J. Forth, Jr. 
Assistant Division Director 
Division of General Services 
1201 Main Street, Suite 600 
Columbia, South Carolina 29201 
Dear Jim: 
JAMES M. WADDELL, JR. 
CHAIR~1A'i . SEll: ATE Fll\Al\CE COM~11TTEE 
WILLIAM D. BOAN 
CHAIRMAS. WAYS A!I:D MEA!I:S COM~11TTEE 
JESSE A. COLES, JR. Ph.D. 
EXECUTIVE DIRECTOR 
Since our audit of the Department of Parks, Recreation and 
Tourism, we have worked with them toward correcting the 
exceptions that we noted in our report. We have also 
participated in a training session for Department employees. 
Further, we have met with the Department ' s advertising agency to 
discuss the exceptions that we noted during our audit of their 
· invoices. 
July 9-12 we performed a follow-up review at the Department to 
determine their progress toward implementing the recommendations 
that we made in our report. During the follow-up, we verified 
the Department's compliance with each recommendation and 
performed the following additional testing: 
(1) 
( 2 ) 
(3) 
( 4 ) 
All sole source and emergency procurements for the period 
7/1/90 - 6/30/91 
Twenty judgementally selected procurement transactions for 
the period 4/1/91 - 6/30/91 
Review of a l l revised purchasing procedures 
Review of all verification procedures for invoices from 
the advertising agency 
STATE 
PROCL:REMENT 
INFOR~IATION 
TECHNOlOGY 
MA!I:AGH1ENT 
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We noted that the Department has made substantial progress toward 
implementing our recommendations. Except for requesting 
ratification for seven unauthorized procurements, we were 
satisfied with their progress. Since that time, the Department 
has requested and received ratification for the seven 
transactions. 
Based on our follow-up results, we recommend that the Department 
of Parks, Recreation and Tourism be allowed to continue procuring 
goods and services, consultant services, construction and 
information technology up to the basic level of $2,500 authorized 
by the Consolidated Procurement Code. 
Sincerely~ \,n Y~~ Sheal;:lnager 
Audit and Certification 
RVS/jjm 
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